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2341.
ACTION: AMENDMENT REJECTED, 25-74
SYNOPSIS:  As reported, H.R. 2676, the Internal Revenue Service Restrugtarid Reform Act of 1998, will radicall

restructure the Internal Revenue Service (IRS) to make it more accountablepandivesto tapayers' needs,
and will enact coprehensive reforms forotect tayayers from IRS abuses pbwer.
The Bond amendmentwould strike theorovisions to create an oveght board and would insert in lieu thergobvisions to
create an IRS Board of Governors, which would have much brpader
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areas. Two of those individuals would be Demaocrats and 2 wouldgodlRans. The Board of Governors, which would be a full-
time board, would review andpprove: IRS stratgic plans; IRS gerational plans; IRS reayanization plans (includimg
reomganizationplans desined ly the IRS to inplement this bill's rquirements); IRS bugkt requests (the bugkt goproved ty the
IRS board would be submitted to @pess without alteration, thgh the President could submit a rival gat); theperformance

of senior IRS officials; and the IRS's financial aymldcedures. Also, the ovegsit board would make recommendations on the
appointment or removal of the IRS Commissioner and thep@ger Advocate, and on tgolicies. Finaly, it would not be
prohibited from intervenig in enforcement actions, nor would it be limited in its access to return information.

Those favoringthe amendment contended:

The IRS has over 100,000 ployees pread across the couptand around the world. It has a lgetiof over $7 billion, and it
collects more than $1 trillion eaglear from millions of tagayers. The hearigs on this geng/ over thepastyear have revealed
a shockiig pattern of abusive, criminal behavior IRS aents and ¥ their mangers, and strapandpersistent allgations have
been made that thgeng/ has been used in its most recgrdrs as @olitical wegoon. As it is currenyl structured, thegeng/ does
not answer to afone. The rgmonse in this bill is to createpart-time, tenporaly oversght board with vey limited powers. The
board will be dominatedybentrenched interests: the IRS Commissioner, the Secodttre Treaswy, and an IRS union official.
The other six members will be from thevate sector, and will oglbe involved in the IRS when tipart-time board meets. When
the board meets, it will opldiscuss "broad" issues--it will not haveyaax policy role, nor will it have apright toget involved
in specific enforcement or IRBersonnel issues. It pposedy will have the authontto consider enforcement apersonnel issues
in their broader context, but the regii that it will have no waof knowirg if there is goroblem because its access to information
will be at the discretion of the IRS Commissioner. For instance, KTVT in Dallas seaskéld the IRS for records of tax collectors
who themselves were violatithe Tax Code. The IRS claimed it had no such data. An IR®gee then sfiped an internal IRS
document to the television station shogvihat lastyear neast 4,000 IRS erployees did not file opay taxes. When confronted
with that data, the IRS then admitted to the station that 137 of thqieyees were in the Dallas area and owed $400,000. How
would thispart-time board ever hear of thige ofproblem if the IRS decided to hide it,pesially when this bill pecifically will
allow it to hide it? In contrast, full-time boards ganvide vey effective overgiht. The exarples that immediatglcome to mind,
because thedeal with gually important and qually sensitive issues, are the Federal Reserve Board, the Securities andj&xchan
Commission, and the Federal Communications Commission. Under the Bond amendment, a similar board would be created. It would
draw fourprivate sectoprofessionals to serve with the IRS Commissioner. Board members would have full accegsdoraikl
and tayayer data. The sipie principle that is recgnized ly the Bond amendment is thaperence haproven that full-time boards
of governors with real authoyitwork, andpart-time advisoy oversght boards do not work. Our collges have raised two main
arguments gainst this amendment. First, thiave said that the magtalified pegple will not work if they have tagive up their
lucrativeprivate-sectojobs to work full-time at the IRS. In q@ense, we have never heard our ca@less sggest that we had to
scrge the bottom of the barrel ¢et Federal Reserve Chairman Gregams or the current IRS Chairman Rossotti, or Arthur Levitt
to oversee the securities markets. Obvigusie best and lghtest are willig to serve on these boards; the IRS board will not be
ary different. Second, our collgaes have said that the board would be toogeddent. We hargisee that result asyhing about
which to conplain, considerig the recent allgations that the IRS is b&jrused as political wegon. This board will bgolitically
balanced and will be camised ofprivate sectoprofessionals. We think that this clygnwill be a hge improvement. Like our
colleagues, we havgreat confidence in the current IRS Chairman. However, he will noysleeaat the IRS, and theganizational
securiy of this important geng/ should not degend on thegood graces of one man. We needpiat in place an aganizational
structure that wilprevent abuses. We therefore sglgnsuypport the Bond amendment.

Those opposinghe amendment contended:

We initially favored the pproach takenypthe Bond amendment. However, gradualy became convinced for two main reasons
that creatig apart-time board with more limitepowers was a better wao proceed. The first reason was that we did not want to
attract the usual spscts to serve on the board. If we were to create full-pos#ions, the same inside-the-belyn@owd of
Washirgton careepele would start to lobjp their patrons in Cogress for the jgpointments. We woulgrobably end g with
peaple on the board who were yefamiliar with all of the laws and debates that occur in Wagbim but we would not endpu
with ary businessmen and businesswomen who understand how the IRS and tax lawspvemtice as well as in thearThe
second result that we wanted to avoid was creatinew level of bureaucnathat wouldget bayged down in details. Makmthe
board a full-time board with authoyito get involved inparticular tayayer andpersonnel cases would distract it from its main
purpose, which is t@ive outside, commonsengaidance. As the bill is drafted, the ovegrgiboard will have consideraljlewers
in its asgjned areas. It will not micromagathe IRS; it will steer it. We ge our collegues to spport the bill's @proach instead
of the gproach taken ypthe Bond amendment.



